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New York -1- Atcachment 4.19-A
Part Il

METHODS AND STANDARDS OF SETTING PAYMENT RATES FOR

INPATIENT SERVICES PROVIDED BY HOSPITALS
OPERATED BY THE NEW YORK STATE OFFICE OF MENTAL HEBLTH

In accordance with the Mental Hygiene Law the Office of Mental

Health (OMH) establishes Medicaid inpatient rates of reimbursement,

subject to the approval of the Director of the State Division of the

Budget, for the psychiatric hospitals it operates.

I.

GENERAL
A separate rate is established for each of the following

classifications of facilities:

IIL.

(1) Psychiatric Centers

This rate category includes all inpatient units located at
0 dicare and Medicaid rtified Pavchiatric Centers wit
the exception_ of ggrensic Pgychiatric Centers for which a

separate -rate cateqory is established.
(2) Children's Psychiatric Centers

This rate category applies to those separate and distinct
Children‘'s Psychiatric Centers (»CpPCs") operated by the OMH.
The CPC's provide psychiatric ¢are and treatment exclusively to
children and adolescents.

3 orensic P iatric Centers

This rate category applieg to those separate _and distinct
inpatient facilitieg thar provi a_highly secure eatment

environment for patients who are too dangerous to be treated in
X ax State iatric centers.

Medicaid inpatient rates for each rate category are
established prospectively on a statewide basis by averaging
together each of the per diem rate components outlined below
for all Medicaid certified facilities.

BASE YEAR OPERATING PER DIEM

The operating per diem of the inpatient Medicaid rates is

developed by averaging together the following:

A. or Medicare Certified Psychiatric Centers (ingludin

Y ic Psychiatric Centers

The Medicare (Title XVII) per diem payment rates

T qg /3 U B JUN ¢ 6 200t
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New York -2~ Attachment 4.19-A
Part I1I

resulting from the final settlement of OMH's Medicare cost
reports covering fiscal vyear ended March 31, 1991.
Medicare final settlements are issued by OMH's Medicare
Fiscal Intermediary following their review and audit of
the Medicare cost reports submitted by OMH for each of the
Medicare participating providers it operates. For
purposes of Medicare reimbursement OMH Psychiatric
Hospitals are treated as PPS exempt providers with payment
rates developed in accordance with 42 CFR section 413.40.
B. For Childrens Psychiatric Centers

Since the Childrens Psychiatric Centers are not
Medicare participating providers, the base inpatient per
diem for these facilities shall be determined based on
their average inpatient cost per day for the base year.
The base year to be utilized shall be the same fiscal year
as that used for the Medicare participating psychiatric
centers as outlined under paragraph II.A. above.

The inpatient cost per day for the Childrens
Psychiatric Centers shall be determined in accordance with
the cost reporting and costfinding methods developed by
the Hospital industry as adopted by the Medicare (Title
XVIII) and Medicaid (Title XIX) Programs. In determining
those items of cost that shall be determined to be
allowable, Medicaid (Title  XIX) laws, rules and
regulations shall be applied in accordance with paragraph
ITI.A. below.

C. Exclusion of Capital Cost

In developing the statewide average base year
operating per diem for each rate category, capital costs
shall be eliminated from the amounts included in the per
diems described above under paragraphs II.A. and II.B.
For purposes of this section capital costs shall be
determined in accordance with the Medicare (Title XVIII)
principles of reimbursement and accordingly will include

depreciation on

TN_%l % Aoproval Date MM 06
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New York -6- Attachment 4.19-A
Part II

IX. DISPROPORTIONATE SHARE ADJUSTMENT

The Medicaid payment rates for OMH facilities will be adjusted
in accordance with Sections 1902 (a) (13) (A) and 1923 of the Social
Security Act to account for the situation of OMH facilities which
serve a disproportionate number of low income patients with special
needs. The adjustment will be made if either the Medicaid inpatient
utilization rate for OMH hospitals is at least one standard
deviation above the mean Medicaid inpatient utilization rate for
hospitals receiving Medicaid payments in the State or if the low
income utilization rate for OMH hospitals exceeds 25 percent.

The Medicaid inpatient utilization rate is defined as the total
number of Medicaid inpatient days in a cost reporting period divided
by the total number of the hospitals inpatient days in that same
period.

The low income utilization rate is defined as the sum
(expressed as a percentage)of the fraction calculated as follows:

o Total Medicaid patient revenues paid to the hospital, plus
the amount of the cash subsidies received directly from
State and local governments for the latest available cost
reporting period, divided by the total amount of revenues
of the hospital for patient services (including the amount
of such cash subsidies) in the same cost reporting period;
and,

o) The total amount of the hospital's charges for inpatient
hospital services attributable to charity care (care
provided to individuals who have no source of payment,
third-party or personal resources) in a cost reporting
period less the portion of cash subsidies reasonably
attributable to inpatient hospital services, divided by
the total amount of the hospital's charges for inpatient
service in the hospital in the same period. The total
inpatient charges attributed to charity care shall not
include contractual allowances and discounts (other than
for indigent patients not eligible for Medical assistance
under an approved Medicaid State plan) that is, reductions
in charges given to other third-party payers, such as

HMO's, Medicare or Blue Cross. "JUN 06 200i
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New York -7- Attachment 4.19-A
Part 11

Those OMH hospitals that qualify as a disproportionate share

hospital will receive a payment adjustment to fully reimburse the

hospital for the unreimbursed costs incurred in providing services

to individuals who are either eligible for medical assistance or who

have no health insurance or other source of third party coverage for

the services provided.

X. DISPROPORTIONATE SHARE LIMITATIONS i

Effective April 1, 1994, and thereafter, for OMH facilities,

disproportionate share payment distributions made pursuant to this

Part of this Attachment shall be limited in accordance with the

provisions of this section.

Effective April 1, 1994, OMH facilities whose inpatient

Medicaid eligible patient days are less than one percent of total

inpatient days shall not be eligible to receive disproportionate

share distributions.

Effective for the state fiscal year beginning April 1, 1994,

disproportionate share payments to OMH facilities with inpatient

Medicaid eligible patient days, as a percentage of total inpatient

davs, of at least one standard deviation above the statewide mean

Medicaid patient dayv percentage shall be increased to 200 percent of

the disproportionate share limit determined in accordance with this

section. This increase shall be contingent uporn acceptance by the

Secretary of the federal Department of Health and Human Services of

the Governor's certification that the hospital's applicable minimum

amount is used for health services during the year. Federal funds

associated with pavments to OMH facilities in excess of 100 percent

of unreimbursed costs shall not be distributed unless OMH submits to

the Commissioner a written certification stating that all

distributions in excess of the 100 percent limit will be used for

health services.

Supersecen T ﬂ'l‘l Fffectiva u_LA-—-——Q-FQ}; ) 1997
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New York -8- Attachment 4.19-4A
pare I1

No OMH facility shall receive in total from diswuroporticnate

share payment distributions an amount which exceeds the c¢osts

incurred for furnishing inpatient and ambulatory hospital services

to_individuals who are eligible for Medicaid benefits pursuant to

title XIX of the federal Social Security Act or to individuals who

have no health insurance or other socurce of third party coverage,

reduced by medical assistance payments made pursuant to Title XIX of

the federal Social Security Act, other than disproportionate share

payments, and payments by uninsured patients. For purposes of this

section, payments to OMH facilities for services provided to

indigent patient made by the State of a unit of local government

within the State shall not be considered a source of third party

a ent .

For purposes of calculating disproportionate share (DSH)

distributions pursuant to this section, if the hosgpital receiving

the distribution is a public hospital {(operated by the State, a

city, county or other municipal subdivision), then the pavyvments

determined hereunder are further limited. Unless the hospital

qualifies as a "high DSH’ facility (as defined below), payments made

during a digtribution period shall not exceed the cost incurred by

the hospital for furnishing hospital services to Medicaid recipients

less non-DSH reimbursement and to uninsured patients less patient

payments. In the case of a hospital defined as "high DSH’, pavments

made during a distribution period shall equal 200 percent of the

amount described in the previous sentence. To be considered a “high

DSH” facility, a hospital must have a Medicaid inpatient utilization

rate of at least one standard deviation above the mean Medicaid

inpatient utilization rate for hospital receiving Medicaid payments

in the State, or have the largest number of Medicaid inpatient days

of any hospital in the State in the previous distribution period.
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New York -9- Attachment 4.19-A

Part I1

Previous vears' data for both uninsured and Medicaid <cost and

payments shall be used to estimate the limitation. A  cost

determination of both the uninsured and the Medicaid inpatient cost

shall be made upon receipt of an appropriate report.

Facility specific limitations will be estimated before the

beginning of each fiscal vear. The estimate will be based on:the

most recently available actual cost and revenue information as

adjusted for expected changes in cost and revenue. These estimated

facility-specific limitations will be recalculated to reflect actual

information after the vear has been completed and the necessary

information has be compiled. Once the actual limitations for the

year are known, adjustments will be made as necessary to the

disproportionate share amounts paid to the facility. If it is

determined that disproportionate share payments to a particular

facility exceeded the facility-specific calculation, a recoupment

will be made. Alternatively, if it is determined that additional

disproportionate share payment are due the facility, such additional

payments will be made.

XI. TRANSFER OF OWNERSHIP

In establishing an appropriate allowance for depreciation and
for interest on capital indebtedness and (if applicable) a return on
equity capital with respect to an asset of a hospital which has
undergone a change of ownership, the valuation of the asset after
such change of ownership shall be the lesser of the allowable
acquisition cost of such asset to the owner of record as of July 18,
1984 (or, in the case of an asset not in existence as of such date,
the first owner of record of the asset after such date), or the

acquisition cost of such asset to the new owner.
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A fdisproportilonate share hoso.ota,” ‘o ;;ra:saa LI reseling
widditional disproportionate share paymencs ira TrnLE oDro7ision 1soany
rospital which furnishes medical or remedial - ~» 4 qualified low-income
person without expectation of payment from *the son due to the patient's
snablility to pay as documented by his or ner raving met the income and
r2source standards for Home Rellef benefits as set forth above. In’
addition, a “disproportionate share hospital” fexcept hospitals serving an
In-patient population predominantly comprised of persons under 18 years of
age and hospitals which did not offer non-emergency obstetrical care on or
before December 21, 1987) must have at least two obstetricians with staff
privileges who have agreed to provide obstetrical care and services to
Medicaid-eligible patients on a non-emergency basis.

.

o
er

The amount of this disproportionate share adjustment will vary by
hospital and reflect the dollar amount of payments from the State to the
hospital for services provided to low income patients. For each hospital
such adjustments shall be paid in the normal Medicaid payment process and
according to established rates or fees. To receive payment of this
adjustment each hospital must submit a claim in the form and manner
specified by this Department.

For purposes of calculating disproportionate share (DSH)
distributions pursuant to this section, if the hospital receiving the
distribution 1s a public hospital f{operated by the State, a city, county . r
cther municipal subdivision), then the payments determined hereunder are
g timited. Unless the hospital qualifies as a “high DSH" fac1llty
aned below), payments made during a distribution period shall not
“he cost incurred by the hOSpJ[dl for furnfsh1nq ‘hospital services

@«; ;dld re(lplents less non-DSH reimbursemenr and to uninsured patients

7 patient payments. In the case of a hospital defined as “high-DSH",

Da’pf“is made during a distribution period shall be limited to 200 percent

PE,HE§ amount described in the previous sentence. To be considered a
‘ni1gh-DSH” facility, a hospital must have a Medicaid inpatient utilization

rate >f At least one standard deviation above the mean Medicaid inpatient
JLLIAAahlon rate for hospitals receiving Medicaid payments in the State, or

have he largest number of Medicaid inpatient days of any hospltal in the

gtatewigrﬁhe previous distribution period. Previous years' data for both
qninsured and Medicaid cost and payments shall be used to estimate the

samitation. A cost determination of both the uninsured and the Medicaiid

inpatient costs shall be made upon recelpt ©of an appropriate report.
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